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Virtually all of the equipment of a modern building is controlled through Powers automation. 
Pictured, #1, is a one-operator computer-programmed central control station. 

Buildings with a Powers pneumatic tube distribution system also will 

have a second computerized central control unit, Picture #2, to govern high 

speed delivery of supplies and messages, particularly adaptable to the new medical centers. 


Maintenance service 
has become a 
growing element 

in the Company’s 
sales. 


Taming the Great Indoors: 
Why POWERS has become 
a Leading Specialist 
in Single-Source Systems 


While the world’s environmentalists strive to improve conditions in the Earth’s atmos- 
phere, an equally challenging effort is quietly taking place today to upgrade the 
quality of life and working efficiency indoors. And perhaps few companies are con- 
tributing more technological answers to the problem—or have a bigger stake in their 
application—than does Powers. 


Vastly broadening our traditional role in temperature control, Powers in the past few 
years has invested several million dollars in development of innovative ideas that 
provide single-source computerized control of most functions of a modern building: 
temperature... humidity .. . fire detection ... communications . .. and security. (See 
inside gatefold.) Today, Powers is recognized as a foremost specialist at design, 
installation and servicing of these systems for commercial structures, hospitals and 
other buildings, nuclear and other power stations. 


This position is complemented by our related roles as one of the largest producers of 
pneumatic tube systems for materials and information distribution, water and air flow 
control systems, and as a recognized leader in plumbing fixtures. 


By continuing to focus our investment and attention on further challenges in Taming 
the Great Indoors, our skilled force of about 1,300 engineers and technicians at nearly 
90 Powers bases have the clear potential to achieve growth for our company over the 
coming ten years, that may challenge the substantial growth of the last decade. 


In a POWERS-equipped building, literally hundreds of Powers controls and other products are installed. 
These include: #3, tempered water controls. #4, mobile storage for materials. #5, shower enclosures. 
#6, lavatory products. #7, building service controls. #8, environmental controls. 
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The Trojan Nuclear Power Plant 
of Portland General Electric Co., 
one of the growing number of 
nuclear generating stations 
served by Powers’ environmental 
control equipment. 


Comparative 
Highlights 


YEAR ENDING MARCH 31 1974 1973 
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To 
Our 
Stockholders: 


In the fiscal year ended March 31, 1974, Powers took 
some of the most significant steps in its 83-year his- 
tory, virtually none of which have yet been reflected in 
tangible contributions to its operating statement. The 
transition has positioned Powers for substantial 
growth over the coming years, an accelerated return 
to our previous level of earnings, and it provides the 
thrust to well exceed that level. The highlights: 


® Development of an improved automated building 
control system representing the most advanced 
state of technology in the industry. 


® Acquisition of the Fiat operations of American 
Cyanamid Company. Fiat is recognized as a leader 
in the bathroom fixtures field. The combination of 
Fiat and our Specialty Products Division provides a 
measurable degree of synergy as a major marketing 
and manufacturing force in the water control prod- 
uct markets. 


® The exceptionally successful acceptance of Fiat’s 
modular acrylic tub-shower line, which is an im- 
portant innovation in .bathroom systems. The out- 
look for further growth is excellent. 


® The expansion of Powers production capacity by 
approximately 150%, including the Fiat acquisition, 
the purchase of a new manufacturing facility de- 
voted to modular tub-shower production, and the 
acquisition of Powers Metal Products, Inc. 


® The expenditure of another $2 million in product 
development and application work designed to 
sustain Powers technological leadership. Advances 
in these areas were translated into new orders that 
raised total year-end backlogs to an all time high. 


® The development and initiation of the most compre- 
hensive long-range plans in Powers’ history. 


These steps have profoundly changed Powers funda- 
mental position, but at some sacrifice of current 
profitability. Had they been deferred, Powers in the 
past fiscal year could have shown higher earnings, 
but by doing so, our long. term earnings potential 
would have been blunted. Accordingly, despite a 
strong increase in sales, net income for the past 
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fiscal year declined considerably from the prior year 
level. Sales for the year rose to a record $78,403,000 
from $63,695,000 in 1973, an increase of $14,708,000 
or 23%. Nearly one-half of the increase came from 
internal expansion. The balance came from acquired 
companies. 


EARNINGS FACTORS 


Net income for the year declined to $1,375,000 or 
$.89 per share, as compared with $2,160,000 or $1.45 
per share in the year earlier. In addition to our 
investments in the future, earnings were affected by 
some unfortunate internal and external factors. A 
major one was the impact of a six-week strike at our 
main plant in Skokie, Illinois. Another is the result of 
installing some of the low priced building control 
systems work sold in the two earlier fiscal years of 
1972 and 1973. Fortunately, the incoming orders dur- 
ing fiscal 1974 just ended indicate modestly higher 
margins, but considering the record bookings and 
backlog acquired during this extended period of poor 
prices, the rate of rise in our earnings will be some- 
what impaired in the months ahead. 


The Fiat acquisition also depressed our earnings in 
the last two quarters of fiscal 1974 due to the impact 
of a severe shortage of resins. Although their output 
of resin-based products declined as much as 44% 
during this period of shortage, Fiat still provided a 
modest operating profit. However, after considering 
the cost of borrowed funds needed to make the 
acquisition, earnings per share were reduced $.03. 
Since the supply of resin has improved in recent 
months, we expect Fiat will make a contribution to 
greater profitability in the current year. 


570 SYSTEM IN FOREFRONT 


In our Building Control Systems, important advance- 
ments were made at our Northbrook, Illinois research 
laboratories that placed our 570 System in the fore- 
front, we believe, of automated concepts for the moni- 
toring and control of virtually every function of a mod- 
ern commercial, institutional, or industrial building. 


At our TRANSITUBE Division, our research personnel 
successfully completed an extensive product develop- 
ment—the 4” Trans-Logic System which will enable 
Powers to take maximum advantage of the growth 
Opportunities in the pneumatic tube system market. 
The new system is modular, readily expandable and 
offers computer control of the more complex units. 


In October 1973, Powers purchased the Fiat oper- 
ations of American Cyanamid for about $8,300,000 in 
cash. Because of the strong commonality of markets 
and distribution channels utilized by Fiat and our 
Specialty Products Division, there was an excellent 
Opportunity to combine the two marketing organiza- 
tions. This restructuring has taken place. 


In October, we acquired the Denver operations of the 
Dahlstrom Corporation. This high quality metal fabri- 
cation operation is now a subsidiary known as Powers 
Metal Products Company. 


KEY MANAGEMENT ADDITIONS 


Some of the most timely and vital strengthening at 
Powers in the past year has been among our human 
resources. One key addition to management has been 
M. E. Prichard, who joined Powers in July to take 
charge of all line operations in the U.S. as a Group 
Vice President and become a member of our Board of 
Directors. Earlier in his career he had been chief oper- 
ating officer of C. P. Clare and Company and a group 
vice president of General Instrument Company. 


Another addition is Donald N. Stitt, who is a Corporate 
Vice President in charge of the Fiat operations and 
our plumbing and industrial process control product 
lines. His responsibilities encompass what we now 
refer to as the Powers/Fiat Division. He was a vice 
president of Rockwell Manufacturing Company, where 
his responsibilities included division management as 
well as corporate planning and development. 


Recognizing the complexities in our major market, 
non-residential building control systems, we created 
two divisions to meet current and anticipated de- 
mands, and promoted two highly qualified executives 
to division manager positions. Robert G. Louer, a 
23-year veteran of Powers, is a Vice President and 
Division Manager in charge of the Control Systems 
field operations. Wayne L. Norin, also a 23-year em- 
ployee, is a Vice President and Division Manager 
responsible for product development and technical 
support services to the Control Systems network. 


At our Board of Directors level, we regret the resig- 
nation of Edward McCormick Blair due to his increas- 
ing involvement in other activities. We were fortunate 


to obtain the services of John C. Stetson, president of 
A.B. Dick Company, as a Powers Director. 


During the latter months of the fiscal year we success- 
fully negotiated four three-year labor contracts with- 
out work stoppages. The plants involved are located 
in Plainview, New York; Cincinnati, Ohio; Denver, 
Colorado; and Orillia, Ontario, Canada. These con- 
tracts, along with the three-year settlement in Skokie, 
Illinois in July, 1973 give us reasonable assurance of 
continued production over the next two years. 


EARNINGS OUTLOOK 


As we look toward the new fiscal year and beyond, 
we must express caution since Powers’ earnings re- 
covery will be gradual in the near term. The single 
most critical factor affecting our gross profits — the 
pricing conditions related to our building control sys- 
tems backlog — will have an adverse carryover effect 
for a while longer. However, it is vital to note that 
the pricing climate was healthier in fiscal 1974, as 


1970 197] 1972 1973 1974 


indicated in the chart above, and our current order 
bookings are not only at a record pace, but at a more 
favorable level of gross margin. This betterment, 
coupled with the emerging effects of our corporate 
restructuring, overhead reduction programs, and the 
acquisitions in fiscal 1974, convinces us — as the 
earlier segments of our backlog are worked off — that 
a steadily brightening profit picture at Powers will 
be clearly evident. 


H. C. Mueller M.S. Ganskow 
Chairman President 


Skokie, Illinois June 24, 1974 
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Controlling the Indoor Environment 


Developing 
Tomorrow’s Controls 


The ability to stay in the forefront of the industry we 
serve has come from an 83-year-long emphasis on 
advance engineering of the products of tomorrow. 
Product engineering became the framework around 
which founder William Penn Powers developed the 
series of early thermostats and controls that made 
the company a frontrunner before the Twentieth 
Century began. 


Over the years, a vast two-way network of informa- 
tional flow has been established. It stretches from 
Powers’ laboratory operations in the main plant in 
Skokie, Illinois, from Powers’ electronics develop- 
ment and application center in Northbrook, Illinois, 
and from the Denver and Cincinnati plants. The net- 
work reaches to Powers’ installation teams in the 
field, to Powers’ servicemen familiar with day-to-day 
performance, and to cross-sections of the construc- 
tion industry. These include the major architectural 
design staffs and the builders of buildings, nuclear 
plants, hospitals and other installations in which 
Powers systems are integrated. So, we know how the 
industry’s products are performing today... and are 
preparing for what’s needed tomorrow. 


It remains then for the skill of Powers’ more than 
125 development engineers and technicians to keep 
us in the forefront. We have supported them with 
expenditures averaging two million dollars annually 
in recent years. Their drawing boards and pilot de- 
signs have taken Powers into a computerized, elec- 
tronics application of controls that enable us to 
supply one-source automation to the inner workings 
of a building. 


Fourteen years ago Powers Regulator entered the 
manufacture of pneumatic tube distribution systems. 
We gave that division, now headquartered in Denver, 
an injection of research, leading to an improved fam- 
ily of products. Increasingly today there is new 
reliance among hospitals, banks, and many other 
outlets upon a delivery concept that some had 
thought would disappear with the family department 7 
store. 


NT 


ee ee 2 


Controlling the Indoor Environment 


Control Systems: 


The Market... 


Building-wide systems that govern the flows of air, 
water, steam, sound control and electrical pulse of a 
building are varied in their complexity. Some may 
control the temperature and humidity, while other 
plants or buildings may be engineered for the full 
sweep of instrumentation. Essentially the market is 
nonresidential construction, plus larger multi-family 
buildings. 


As a result, this area of Powers activity is less con- 
cerned economically with the current interruption in 
the growth of the small home market. Half-way 
through calendar 1974, new industrial construction is 
considered well on the road to achieving the $8 billion 
government estimate, up $2 billion or 33% from 1973. 
And commercial construction apparently will com- 
plete the year about $1 billion higher than the $15 
billion spent in 1973. We also serve large residential 
complexes. 


Within these totals is the trend toward the approxi- 
mately $3.5 billion annually in capital spending by 
health institutions predicted by the government in the 
period through 1980.-Nuclear power plants, another 
user of Powers’ systems, aré currently being increased 
in number. The 1974 total of 18 new plants are to be 
the forerunners of 188 nuclear stations within a 15- 
year span. A total of 285 new fossil or non-nuclear 
plants is planned by the U.S. utility industry in the 
same period. 


(FISCAL MEARS) $ Millions 
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The company’s backlog of contracts to build and 
install its building systems (control systems and distri- 
bution systems combined) has risen to an unprece- 
dented high level. Gains are credited to the market’s 
approval of Powers historical reliability and innova- 
tive recent developments that meet customer needs. 


Introduction in past months of Powers’ System 570 
that is modular in concept gives the company access 
to a still broader market. Our field engineers can more 
readily adapt Powers’ hardware to individual building 
requirements. Powers also offers a variety of accom- 
panying software to program efficiencies in building 
operations that reduce energy consumption, protect 
lives through fire alarms and physical security and 
provide the proper maintenance and thus longer life 
of equipment. 


We now equip our customers with on-line, thoroughly 
checked, computer-based automation within months 
of clearance of an order. Powers building systems’ 
executed work (control systems and distribution sys- 
tems combined) in fiscal 1974 represented 55% of 
the company’s total volume. 


In fiscal 1974, we added six foreign distributors, 
bringing our total to 43. Our Export Department has 
doubled its rate of incoming orders, and we are in 
negotiation for more involvement in the European 
market. 


Distribution Systems: 


The Market... 


Efficiency, time-savings and economy have served to 
bring pneumatic tube installations into the automa- 
tion family. Many facilities that have a need to trans- 
port instructions, money or a wide variety of other 
items are an outlet for a modernized Transitube® 
dispatch system. 


The market covers hospitals, banks, as well as many 
commercial and industrial buildings. With the govern- 
ment’s data indicating a 12% uptrend in dollar volume 
of non-residential awards in 1974 and continued 
expansion scheduled through 1980, it follows that 
pneumatic tube systems are in line for a share of 
this growth. 


The hospital or other establishment that wants a 
single-source system of controls often is found 
planning a Transitube distribution system, also with 
automated controls and with a computer control 
center for complex installations. 


Approximately three-fifths of Powers’ distribution 
systems’ business and apparently about the same 
for the entire pneumatic tube industry, centers on the 
health care market, principally new hospitals. 
McGraw-Hill is forecasting a 14% rise in the volume 
of health care construction in 1974. Powers has de- 
veloped a Value Added Analysis that clearly demon- 
strates to most prospective customers the cost 
savings available to them by the installation of its 
pneumatic tube systems. 
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The Powers Competitive Position... 


Based on its own observations of customer purchases 
and of new product development, Powers estimates 
that its expenditures for engineering and for product 
development have been the most productive in the 
industry devoted to pneumatic tube systems. The 
company is also confident that it has become one of 
the industry leaders in volume. We have the most 
extensive field staff and offer the most advanced 
applications. 


A significant forward thrust in technology, our new 
4-inch Trans-Logic® Systems, grew out of two and 
one-half years of development work by Powers. This 
equipment with a central computer control option 
has just become operational and represents the most 
extensive development project ever undertaken by 
Transitube® or its predecessors. We already have 
under way the development of a larger 6-inch system. 
Four hospitals have selected the Big Six at this early 
stage. 


Another new product about to be introduced is the 
Nurserver® for storage of clean and soiled hospital 
patient room supplies. This product is endorsed by 
our hospital consultants as a fundamental of team 
nursing service. 


Our backlog in the Transitube® sector is about 10% 
higher than a year ago. 
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Powers-F iat: 


The Market... 


The purchase from American Cyanamid of its Fiat 
Operation advanced Powers into a related market 
within the Hydro-Hygenic field. Powers-Fiat’s basic 
product lines are showers, shower floors, tub-shower 
modular units, service sinks, and commercial and 
institutional toilet partitions. 


Plastic tub-shower and shower units were catapulted 
into popularity by almost immediate market accept- 
ance. They are stylishly modern, more easily-installed 
and their one-piece formation eliminates difficult-to- 
clean and leaky crevices. 


Four major markets are served by the Fiat product 
lines: residential new construction, residential re- 
modeling, commercial/institutional construction, and 
commercial/institutional remodeling. The remodeling 
markets have been found to be countercyclical to the 
new construction markets. That relationship has 
stabilized the pattern of orders to Powers, smoothing 
the cyclical swings of new construction. 


The industry foresees a total market for tubs and 
showers in calendar 1974 in the area of 3.5 million 
units. Of these, approximately 1 million will be plastic 
units—a segment served by Powers. This plastic tub- 
shower market has been growing at about a 30% 
annual rate, while the total market for tubs and show- 
ers is showing a 3-5% growth. Plastic is expected to 
expand from its present 25% of the market to about 
70% of the total by 1980. 


(FISCAL YEARS) $ Millions 


The Powers Competitive Position... 


Fiat’s expertise in plastics justified a followup acqui- 
sition... that of anew manufacturing plant of 58,000 
square feet in Monroe, Ohio, for production of modu- 
lar acrylic tub/shower units. On 8.65 acres of indus- 
trial property, this plant is readily expandable. 


The new Powers-Fiat Division already had plants in 
Plainview, N.Y., the 134,000-square foot main facility; 
in Albany, Georgia, 17,000 square feet; in City of 
Industry, California, 62,000 square feet, and Orillia, 
Ontario, 107,000 square feet. These five production 
centers are the source of sales at an annual rate 
of $14 million. Only the portion of their sales for the 
period from October 1, 1973 to March 31, 1974 was 
applicable to Powers’ results for the last fiscal year. 


For all producers in the field, material shortages have 
been coupled with unstable prices, including pre- 
viously ‘‘unheard of” price increases. Powers-Fiat is 
in the forefront of efforts to develop new formulas 
to offset critical material shortages. In this climate, 
the company has been able to sell whatever it could 
produce. It began the current year with a record 
backlog, strengthened further by an excess of new 
orders over shipments. 


Hydro-hygenic products account for 26% of the com- 
pany’s total executed sales. 
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Other Hydro-Hygenic Products: 


The Market... 


Equally important to Powers-Fiat are three other lines 
within Hydro-Hygenics. Specifically, the areas served 
are: 


1. Commercial—Products for mixing and controlling 
water for sanitary purposes. The line also includes 
temperature control devices for photographic and 
X-ray applications. Outlets include wholesalers, 
plumbing original equipment manufacturers and 
photographic supply distributors. 


2. Garvin—The Garvin product line consists of a 
patented method (Hydromold®) of forming faucet 
spouts from brass tubing, strainers and drains for 
various sink applications, along with lavatory and 
kitchen faucets. Marketing is through plumbing 
wholesalers, plumbing equipment manufacturers, and 
repackagers. 


3. Industrial—A line of products sold to original 
equipment manufacturers, industrial distributors, and 
large volume users for the control of basic processes. 
Individual items are considered as basic for regula- 
tor or controller type applications. 


Within the commercial area above, bath and shower 
automatic mixing controls are the second major 
product line of Powers-Fiat Division. Powers is one of 
the leading firms in this market. As with the Fiat line 
of products, the replacement-remodeling market is 
a major source of sales in addition to both new 
residential and new institutional construction. 


The Powers Competitive Position... 


In recognition of the synergy potentials, Powers 
attained both efficiency and economy through com- 
bining the marketing organization acquired in Oc- 
tober 1973 with the existing Hydro-Hygenics sales 


network. One marketing director was assigned over- 
all responsibility, and sales regions were realigned. 
Regional managers became responsible for the com- 
bined lines within their territories. 


The recognized quality of Powers products and flow 
of new products is the source of our acceptance in 
the competitive wholesale market, the principal area 
for sales. 


Powers’ constant temperature, water-mixing valves 
for showers are marketed under the trade name 
Hydroguard®. Their concept of safety, comfort and 
energy conservation have been recognized by the 
trade through a buildup of orders, sustaining Powers’ 
market leadership insofar as this particular control 
is concerned. 


In mid-May 1974, we introduced a stylized dial plate, 
with the most easily identifiable graphics in the indus- 
try. By November, we expect to introduce a new tub- 
shower mixer that should increase our residential 
market penetration. Garvin has attracted attention 
with its Hydromold®, a unique forming process with 
the attributes of cast brass faucet spouts, produced 
at lower cost and with less consumption of critical 
metals. 


The division has charted product development ex- 
penditures that by 1977 will increase the outlay to a 
60% higher level than in 1974. By 1977 it is expected 
that a fifth of that year’s sales will come from prod- 
ucts as yet undeveloped. 
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POWERS 


The Powers Position 


One of the most rewarding investments made by 
Powers has been in the addition and training of our 
service personnel. A glance at the five-year growth 
of what was once an inconsequential phase of the 
business shows a significant current operation... 
and one destined to provide Powers with profitable 
revenue growth in the future. In the period since 
1969, revenues from servicing have more than 
doubled. They reached $14.5 million in the past year. 


Advent of central controls governing the full or partial 
operation of buildings brought with them new needs. 
Contracts for preventive maintenance soon proved 
their worth. Electronic surveillance of a building’s 
operations serves to reduce ‘wear and tear, but when 
a need for service is detected it’s preferable to call 
in the factory-trained technician, or a Powers-trained 
team of them if required. As a result, the installation 
of a computerized system in a new building generally 
leads to a servicing arrangement. We are further 
expanding our service capabilities to include equip- 
ment installed by others as well as Powers products. 


A year ago, we covered servicing in one paragraph 
as follows: “Our system service business continued 
to grow at a very satisfactory rate both in volume 
and in profitability. We are taking steps to expand 
the scope of our service capabilities which will in- 
crease our market and further accelerate our growth 
in this business.” 


(FISCAL YEARS) $ Millions 


The steps we took were worthwhile, for servicing 
sales were increased 33% in fiscal 1974 over the 
prior year. And servicing emerged as a 19% seg- 
ment of the year’s business. 


Powers service technicians are stationed in most of 
its field centers, so that we have blanketed much of 
the United States and Canada as well... with Powers 
service. Its service crews offer both mechanical and 
electronics capabilities. Emphasis has been shifting 
from an emergency role to programs in which ‘on 
call’ service is provided along with routine main- 
tenance and preventive maintenance activity. The 
resulting stability of service income has been most 
helpful in permanently staffing the service offices. 
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The accompanying summary of accounting practices and no 


$ 61,225,000 


MARCH 31 

1974 1973 
$ 1,197,000 $ 543,000 
209,000 1,312,000 
23,676,000 17,271,000 
17,325,000 11,351,000 
$ 42,407,000 $ 30,477,000 
$ 679,000 $555,000 
316,000 289,000 
327,000 285,000 
$ 1,322,000 $ 1,129,000 
$ 3,518,000 My Ese 8016 
11,375,000 7,398,000 
9,075,000 5,274,000 
$ 23,968,000 $ 14,227,000 
6,472,000 5,542,000 
$ 17,496,000 $ 8,685,000 
$ 40,291,000 


POWERS REGULATOR COMPANY AND SUBSIDIARIES 


Liabilities and Shareholders’ Equity 


MARCH 31 
1974 1973 
CURRENT LIABILITIES 
Eee PART oa SONG 20 Wie eae Nate a cued aang avad euler ahve pe Aue Se $ 3,200,000 $ os 
JETS AoE 1 6 os Dies Ne rN Ra ce eee ee 6,256,000 2,816,000 
PERS CM SIAM Sai ee en NReRe felt y asics bo kis as ew nie @ ow 8 oe 2,237,000 1,312,000 
Federananc Canadianimcgmne: 1axes'’ .4 0 <ci.s254 eek as Oe Pes 2,990,000 1,151,000 
Ora me UNS ret te MINES: cas noche & San ateow aa ans $ 14,683,000 $ 5,279,000 
PERMABANKA LOAN WhOten 2 ou ae 6s k.on «Oi ie Ate ea oe oe $ 10,600,000 $ — 
SHAREHOLDERS’ EQUITY (Notes 2 and 3) 
Preferred Stock, no par value: 
Series A, $3 convertible: 
Stated value $50 per share; 
Agtiornzed anc outstanding 15,000 shares <...0%2.52 aaa sana $ 750,000 $ 750,000 
Common Stock, $5 par value: 
Authorized 5,000,000 shares; 
Issued 1,677,196 shares in 1974 and 
PRC Or SGT eS MMi Coat uak «ate ieare mus Woe pea ester Gueles iageeees 8,386,000 8,041,000 
PRION EAU Rec Reece a tertenes. ott lays Gl tems m 8, saudi nai ee Note 840,000 502,000 
SACU IG ede ce ai a ea oc ee me rica rnc 28,726,000 28,442,000 
$ 38,702,000 >. 0/,730,000 
Less—Common Stock Held in Treasury, at cost 
(149,007 shares in 1974 and 146,007 shares in 1973) .......... 2,760,000 2,723,000 
TCtabenarenomers: CQUINY oc aaies + 12 de ieee ss $ 35,942,000 $ 35,012,000 


$ 61,225,000 


olidated financial statements are an integral part of these balance sheets. 


$ 40,291,000 
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Consolidated Statements of Income, 
Retained Earnings, and Additional Capital 


INCOME 


Nel Seles ote wane ca on code nee 
COSLOLS ales een eee eee 
CShOSSSE LONI smeeret aes reenter 
Selling, General and Administrative Expenses 
Income from Operations 
Other Income (Expense), net 
Income before Income Taxes 
Provision for Income Taxes: 

lciO lols] eee Mee eee een cach 


Canadian 


SIAtGe eed ey ee ee ea 


NERICOMIG Daa eae tere aaa 
Net Income per Common Share (Note 4): 
Based on Weighted Average Shares Outstanding 
Assuming Full Dilution 


RETAINED EARNINGS 
Balance, Beginning of Year 
Add: Net Income for the Year 


Deduct: Cash Dividends— 
Common Stock (70¢ per share in 1974 and 1973) 
Preferred Stock ($3 per share in 1974 and 1973) 


Balance, End of Year 


ADDITIONAL CAPITAL 
Balance, Beginning of Year 


Add (Deduct): 


Excess of Proceeds Over Cost of Common Stock 


sold under Employee Stock Purchase Plan (68,932 shares 


in 1974 and 3,333 shares in 1973) (Note 3) 


Excess of Cost over Proceeds of Treasury Common Stock 


issued for Stock Options Exercised 
(7,992 Shares in 1973) (Note 3) 


Balance, End of Year 


For the Years Ended March 31 


1974 1973 
$ 78,403,000 $ 63,695,000 
53,428,000 40,640,000 
$ 24,975,000 $ 23,055,000 
21,425,000 18,733,000 

$ 3,550,000 $ 4.322.000 
(688,000) 150,000 

$ 2,862,000 $ 4,472,000 
$ 977,000 $ 1,845,000 
294,000 220,000 
216,000 247,000 

$ 1,487,000 $ 2,312,000 
$ 1,375,000 $ 2,160,000 
$ 89 $ 1.45 

89 1.42 

$ 28,442,000 $ 27,348,000 
1,375,000 2,160,000 

$ 29,817,000 $ 29.508,000 
$ 1,046,000 ® 4021000 
45,000 45,000 

$ 1,091,000 $ 1,066,000 
$ 28,726,000 $ 28,442,000 
$ 502,000 $ 528,000 
338,000 8,000 
— (34,000) 

$ 840,000 $ 502,000 


The accompanying summary of accounting practices and notes to consolidated financial 
statements are an integral part of these statements. 


POWERS REGULATOR COMPANY AND SUBSIDIARIES 


Consolidated Statements 
of Changes in Financial Position 


FUNDS PROVIDED 


BLE Ci meme PIN A Re ce eet ie. > OS Aah Lae 


Expense Not Requiring Outlay of Working Capital 


WeSC Uebel Cal=— DOCH CatiON 6.6, - «aaa os oe ees oe Sew ieh 
Working Capital Provided from Operations for the Year......... 
Proceeds from Term Bank Loan (Note 2) ...................-.- 
Issuance of Common Stock Under Stock Purchase Plan (Note 3)... 
Proceeds Received from Exercise of Stock Options (Note 3)..... 


MOT EUinG Sst nOV/G © Clee aerate eee ae 


FUNDS APPLIED 


Acquisition of Businesses, less Working Capital 


BecUiTed On he 41000 (NOGA ) cbs ea ie oes orn a Sak Bon eea 
AUcituOns ky Property and Equipment, net... 6... .s<s05 eee cs 
SAS GNOS OGG AOC penetra ee sie bcs ew Gham wll wee 
Common Stock Acquired for Treasury (8,000 Shares) .......... 
etme ase tin CUlCl ASSCLS tsb in. win) bts wlan Aue eeee aes 

Petanrunas ABDNCORRa | Wists. ies alae oP 


SeniIG leds Gul VVOP KIC CAIN las ocho a eos tia ade gton =, Ue ewer aie 


NET INCREASE IN WORKING CAPITAL 
ACCOUNTED FOR AS FOLLOWS — 


Increase (Decrease) in Current Assets: 


WAWVISIAO VETS “BA me oe ere Se ore Cooly Coe re ress cyte Saeore 


(Increase) Decrease in Current Liabilities: 


Nie TAN Seen eee cea A PU Sint RM So, oie. seGuaT Ate mm eee 
PCG Sae AVEO acme ek louie ater e aoa, soit nt dyes. tS Sew kare pes 
OCT LIGDINUES. ay gains oslo tye cle aeety toe Sieuecdhe vo Tassie memes 
Federal and Canadian Income Taxes ...........++-2 eee: 


Netuncrease lm Working. Capital wausceena.sss cee eRe ena en 


The accompanying summary of accounting practices and notes to consolidated financial 


For the Years Ended March 31 


statements are an integral part of these statements. 


1974 1973 
$ 1,375,000 $ 2,160,000 
1,004,000 630,000 
$ 2,379,000 $ 2,790,000 
10,600,000 — 
683,000 70,000 
== 115,000 
$ 13,662,000 $ 2,975,000 
$ 7,471,000 i ae 
2,344,000 1,688,000 
1,091,000 1,066,000 
37,000 — 
193,000 55,000 
$ 11,136,000 $ 2,809,000 
$ 2,526,000 $ 166,000 
$ 654,000 $ (322,000) 
(1,103,000) (5,119,000) 
6,405,000 2,860,000 
5,974,000 2,557,000 
(3,200,000) — 
(3,440,000) (831,000) 
(925,000) (182,000) 
(1,839,000) 1,203,000 
$ 2,526,000 $ 166,000 


ee EE reer EEE 
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POWERS REGULATOR COMPANY AND SUBSIDIARIES 


Summary 
of 
Accounting 
Practices 


This summary is presented to assist the reader 
in evaluating the financial statements and the 
related notes thereto. 

PRINCIPLES OF CONSOLIDATION — The 
consolidated financial statements include the 
accounts of the Company and its United States 
and Canadian subsidiaries, all of which are 
wholly owned. All intercompany transactions 
and accounts have been eliminated in the con- 
solidated financial statements. 

TRANSLATION OF CANADIAN CURRENCY— 
Current assets and current liabilities of the Com- 
pany’s Canadian subsidiaries are translated at 
the rate of exchange in effect at the close of 
the period; long-term assets are translated at 
the rates in effect at the dates these assets were 
acquired. Exchange adjustments, which are not 
material, are charged or credited to income as 
incurred. 

Revenue and expense accounts are translated 
at a weighted average of exchange rates which 
were in effect during the year, except for de- 
preciation and amortization which are translated 
at the rates of exchange which were in effect 
when the respective assets were acquired. 

INVENTORIES — Inventories are valued at the 
lower of cost (first-in, first-out basis) or market. 

DEPRECIATION — Depreciation is computed 
using various methods for both financial report- 
ing and tax purposes. Upon sale or retirement 
of depreciable properties, the related cost and 
accumulated depreciation are removed from the 
accounts and any gains or losses are reflected 
in net income. 

Lease commitments are not material to the 
Company. 

LONG-TERM CONTRACTS — Income from 
long-term contracts is recognized for both finan- 
cial reporting and tax purposes using the per- 
centage-of-completion method. This practice 
recognizes income ratably over the period dur- 
ing which the work is being performed on 


contracts. Receivables in the accompanying 
Balance Sheets include unbilled revenues on 
contracts in process ($4,800,000 in 1974 and 
$4,300,000 in 1978). 

PENSION PLANS — Pension costs accrued 
under several pension plans covering substan- 
tially all employees are funded as accrued. Un- 
funded past service costs are amortized prin- 
cipally over a thirty (80) year period. 

NEW PRODUCT DEVELOPMENT AND TOOL- 
ING COSTS — Costs relating to certain devel- 
opment projects which are expected to provide 
a long-term benefit to income have been de- 
ferred and will be amortized over periods not 
to exceed five years; costs related to research 
and development which are on-going in nature 
are charged against income currently. Tooling 
costs related to new products are deferred and 
are amortized, based substantially on overall 
production, over a two to three year period. 

FEDERAL INCOME TAXES — Federal income 
taxes are provided on book income without re- 
gard to the period when such taxes are pay- 
able. Timing differences between book income 
and taxable income are not material, and the 
related tax effects are included in Federal and 
Canadian income taxes in the accompanying 
financial statements. 

No income taxes have been provided for the 
undistributed earnings of the Canadian subsid- 
iaries as it is the intention of management that 
such earnings (approximately $3,000,000) will 
be reinvested indefinitely in the subsidiaries as 
working capital and property and equipment. 
Any additional income taxes that would be pay- 
able on distribution of such earnings would not 
be material. 

The investment and job development tax 
credits, which are not material, are accounted 
for on the ‘‘flow-through” method. This practice 
recognizes the tax benefit in the year in which 
the qualified assets are placed into service. 


Notes to Consolidated Financial Statements 


(1) ACQUISITIONS 


As of October 1, 1973, the Company acquired 
for $8,300,000 in cash the American and Can- 
adian manufacturing facilities and inventories 
of the Fiat units of American Cyanamid Com- 
pany. Fiat manufactures and sells bathroom 
and laundry room fixtures for residential and 
commercial markets. 

Effective October 3, 1973, the Company 
acquired the Denver manufacturing facility 
and inventories of Dahlstrom Corporation for 
$1,600,000 in cash. The facility engages in gen- 
eral metal fabricating including fabrication of 
cabinets for the electronics industry and a variety 
of other markets. Results of operations have not 
been material to the Company. 

The above acquisitions were accounted for 
as purchases and, accordingly, the results of 
operations have been included in the accom- 
panying financial statements since the dates of 
acquisition. 

The Company has not been able to obtain 
audited financial data for the Fiat operations for 
periods prior to the date of acquisition and does 
not believe that such results of operations, pre- 
pared on the basis of a combination of alloca- 
tion techniques and direct charges for internal 
reporting purposes only, are necessarily indica- 
tive of future results of operations. However, for 
the period subsequent to date of acquisition, 
net sales of $7,049,000 and earnings, before 
income taxes, interest and other corporate allo- 
cations, of $449,000 are included in the ac- 
companying consolidated income statement; 
earnings after interest and other corporate allo- 
cations resulted in an insignificant loss. 


(2) BANK LOANS 


(a) The Company entered into a term bank 
loan agreement dated October 1, 1973, for 
$10,600,000 with interest at the prime rate to 
September 30, 1975; prime rate plus %4% to 
September 30, 1977; prime rate plus ¥2% to 
September 30, 1982, and prime rate plus %4% 
to maturity. The loan is due in 24 quarterly 
principal installments of $350,000 commencing 
October 1, 1976, and four quarterly installments 
of $550,000 commencing October 1, 1982. In- 
terest is payable quarterly. 

The terms of the loan agreement, as amended, 
require that the Company, among other things, 
(1) maintain minimum consolidated working 


capital of $20,000,000 and a working capital 
ratio of not less than 2.5 to 1 (actually 2.9 to 1 
at March 31, 1974), (2) be free from all short- 
term unsecured indebtedness for thirty (30) con- 
secutive days on an annual basis, (3) maintain 
a net worth of not less than $27,000,000 and (4) 
restrict payments for cash dividends and ac- 
quisitions of corporation stock to a maximum of 
$2,500,000 plus 50% of cumulative consolidated 
net income earned after April 1, 1973. At March 
31, 1974, $2,059,000 was available for dividends 
and acquisition of stock. 

(6) Current bank loans at March 31, 1974, 
consist of — 


Line of credit (average of 9.15% 

anviaiChiole 4 Ol4) © aren $2,000,000 
Subsidiary demand note with interest 

fluctuating at bank prime rate 

(10.5% at March 31, 1974), 

guaranteed by parent company... 1,200,000 


$3,200,000 


“Borrowings under the line of credit (maxi- 
mum of $2,000,000) are due after 90 days 
with interest at the prime rate. The weighted 
average of short term borrowing for the year 
ended March 31, 1974, was $469,000 at a 
weighted average interest rate of 9.4%. 


(c) Under informal arrangements, the Com- 
pany is required to maintain compensating bal- 
ances equivalent to (1) 15% of the average 
outstanding balance of the term bank loan and 
(2) 10% of the unused line of credit plus 10% 
of the average outstanding balance thereunder. 

(d) Subsequent to March 31, 1974, the Com- 
pany has obtained an additional $3,000,000 of 
financing under short term notes payable to 
banks. Interest on these notes accrues at the 
prime rate. 


(3) CAPITAL STOCK 


As of March 31, 1974, the Company had shares 
of Common Stock reserved for the following 
purposes: 


Stock: OGUGn Plana = we sa cca eee 63200 
StockiPUrGhaseiel aime ammeter mere re 1,976 

Conversion of Series ‘‘A”’ 
RrelenreciSto Caeser teaae niente eee 25,000 
90,229 


The Board of Directors, subject to share- 
holders’ approval, has authorized an additional 


ane ee errr EEE 
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ec 


380,000 shares to be reserved for issuance un- 
der the employee stock purchase plan. 

As of March 31, 1974, options for 20,800 
common shares were outstanding at prices 
ranging from $11.75 to $31.79 per share. During 
Fiscal 1974 options for (a) 3,000 shares at $11.75 
per share and 2,000 shares at $12.50 per share 
were granted; (b) 30,039 shares were cancelled 
and (c) no shares were exercised under the 
stock option plans. Under terms of the plans, 
options may be granted to officers and key em- 
ployees at prices equal to 100% of the market 
value of the common stock at the date of grant. 

Under the terms of an employee stock pur- 
chase plan, common shares are issued at the 
lower of 90% of the market value when the op- 
tions are granted or 90% of the market value 
when the options are exercised. Options are 
exercisable two years after the date of grant 
based on employee payroll deductions during 
the two year period. During Fiscal 1974, 68,932 
common shares were issued at a price of $9.90 
per share. Additional shares are issuable on 
October 1, 1974 and 1975 at maximum prices 
of $20.92 and $9.90 per share, respectively. 
Based on the market price at March 31, 1974, 
and subject to shareholder approval for addi- 
tional shares to be reserved under the plan, 
approximately 9,000 and 87,000 shares would 
be issued October 1, 1974 and 1975, respec- 
tively. 

The 15,000 shares of Series A preferred stock 
are convertible into 25,000 shares of common 
stock, subject to adjustment in certain events. 
This preferred stock is callable by the Company 
after January 31, 1976, and has a liquidating 
value of $50.00 per share ($750,000 in the ag- 
gregate). Dividends are cumulative at $3.00 per 
share per annum. 

An additional 735,000 preferred shares with 
no par value are authorized but unissued. Terms 
of the unissued preferred stock are to be fixed 
by the Board of Directors at the time of issuance. 


(4) NET INCOME PER COMMON SHARE 


Net income per common share based on the 
weighted average number of common shares 
outstanding during each year is computed after 
giving effect to dividend requirements on the 
Series A convertible preferred stock. Under the 
Company’s stock option and employees stock 
purchase plans, the net shares issuable (com- 
puted by application of the “Treasury stock” 


method) would be less than 3% of the average 
common shares outstanding during each of the 
two years; therefore, net income per common 
share has not been reduced for the effect of the 
assumed dilution. 

Fully diluted net income per common share 
assumes conversion of the Company's Series 
“A"’ convertible preferred stock and, where 
appropriate, issuance of stock under the stock 
option and employee stock purchase plans re- 
ferred to above. 


(5) RETIREMENT PLANS 


Total expense, including contributions to the 
Company’s deferred profit sharing plan, pension 
plans, and union welfare funds, was approx- 
imately $1,300,000 in 1974 and $1,300,000 in 
1973. The assets of the pension plans exceeded 
the actuarially computed value of vested benefits 
at the latest valuation dates. As of March 31, 
1974, unfunded prior service costs were approx- 
imately $760,000. 


Auditors’ Report 


TO THE SHAREHOLDERS AND DIRECTORS, 
POWERS REGULATOR COMPANY: 


We have examined the consolidated balance 
sheets of POWERS REGULATOR COMPANY (a 
Delaware Corporation) AND SUBSIDIARIES as 
of March 31, 1974, and 1973, and the con- 
solidated statements of income, retained earn- 
ings, additional capital, and changes in financial 
position for the years then ended. Our examina- 
tion was made in accordance with generally ac- 
cepted auditing standards, and accordingly in- 
cluded such tests of the accounting records 
and such other auditing procedures as we con- 
sidered necessary in the circumstances. 

In our opinion, the accompanying financial 
statements present fairly the financial position 
of Powers Regulator Company and Subsidiaries 
as of March 31, 1974, and 1973, and the re- 
sults of their operations and the changes in 
their financial position for the years then ended, 
in conformity with generally accepted account- 
ing principles consistently applied during the 
periods. 

ARTHUR ANDERSEN & CO. 
Chicago, Illinois, 
June 18, 1974. 
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FOR THE YEARS ENDED MARCH < 


Five - OPERATING RESULTS: 
Nat Sales. mre ee ee ee ce cere nee ree a ee 
Year 


COStOt Sales ree eRe tA ea Gin cee ee 


Financial GrossiProfit By secs eon ites ee ees ante hee ae ee ee ome 
Summary Selling, General and Administrative Expenses ..........-..++--5 


Income DeElOre. INCOMesiaXCS sare ce merase ee ce ere oe 
Federal, Ganadian and State InCOMe 1 aXCS ayer se eee 


Nici tavevela nts Matern Seri ce aR ee otc, la Pn ca a yo ae eps 


ASSETS: 

GuirrentsASSCtS ate. cette ace eee i 
Property and EGUIDMeNt, NCt sc. 9. yg eee eer cee 
Other ASSIS ete recat oes cae eee ee 


Total (ASSets eres ec essed Aone eRe Oa tote ee enter ae ee 


LIABILITIES: 
Glidden WOES on socncaduacoccsoneveboomeoggoedupsoeuuGs 


WG (AASIALGLGIN ons ceqooods savas d doSeeesSesaeeoouseonsaac 


SHAREHOLDERS’ EQUITY: 


Preferred StOCK poate tak tarps eck. Cran anit eee 
Common stock and Additional Capital (NOtG 3) Se eewnsnrreer rte 
Retained: Earnings) (NOLG S)i er clee eet. ois eye ican Polen 
Lesss. Cost of Ireasurny COMMON StOC Ka aerc. tener. isin eee tere eee 
Total’Sharenolders: EOUity arcs cect, eset tea ete teneet cnr renee 
Totalivabilities andoharenolders  OUITVR sce seers rere 
OTHER STATISTICS: 
NOTES: 
i) Based ont average: number tet Working Capital 2a eyes npn css ete a cna oie terest eee pe 
h tstandi oa 
Aas (eee ed ae Ratio of Current Assets to Gurrent Liabilities ee ener nner 
(2) 1971 includes $736,000 in con- Expenditures for Property and Equipment (Note 2) ............-. 
nection with acquisition of the 
Garvin Corp. 1974 includes jati 
Scag ooost neon tecleeaain DEDreciation 28) ai alt egtes 6 wie cate, ea aie Sa n 
Fiat and Powers Metal Product 
Ge isin a ae Net Income Per Gommon Share (Note 1)... 2. Se. 0 2s 
(3) In 1972, $2,680,000 was re- Dividends: Per-G@ommon Shateiern 1: er: scuge cere ieee ite ren. eens eeeeee 
classified from retained earn- ’ 
ings to common stock in con- Shareholders Equity, Per GOmmOn Starr: err: minwe merce cntede ern 


nection with the three-for-two 
common stock split up. Shares Outstanding at End of Year 


Patbets teeth stile ct yeyeer Ce Ket Cot ch Seok Se ey oe 


1974 


$ 78,403,000 
53,428,000 
$ 24,975,000 
22,113,000 

$ 2,862,000 
1,487,000 

$ 1,375,000 


$ 42,407,000 
17,496,000 
1,322,000 

$ 61,225,000 


$ 14,683,000 
$ 10,600,000 


$ 750,000 
9,226,000 
28,726,000 
(2,760,000) 

$ 35,942,000 
$ 61,225,000 


$ 27,724,000 
2.9 to 1 
$ 9,815,000 
$ 1,004,000 
$ .89 
$ .70 
$ 23.03 
1,528,189 


1973 


$ 63,695,000 
40,640,000 


$ 23,055,000 


18,583,000 


$ 4,472,000 


2,312,000 


$ 2,160,000 


$ 30,477,000 
8,685,000 
1,129,000 


$ 40,291,000 


$ 5,279,000 
co) aa 


$ 750,000 
8,543,000 
28,442,000 
(2,723,000) 


$ 35,012,000 


$ 40,291,000 


$ 25,198,000 
5.8 to 1 

$ 1,688,000 
$ 630,000 
$ 1.45 

$  .70 

$ 23.43 
1,462,257 


1972 


$ 60,837,000 
37,350,000 


$ 23,487,000 


17,157,000 


$ 6,330,000 


3,278,000 


$ 3,052,000 


$ 30,501,000 
7,626,000 
1,075,000 


$ 39,202,000 


$ 5,469,000 
Cie 


$ 750,000 
8,569,000 
27,348,000 
(2,934,000) 


$ 33,733,000 
$ 39,202,000 


$ 25,032,000 
5.6 to 1 
797,000 

$ 547,000 
$ 2.09 
eee Ryde, 
$ 22.13 

1,450,932 


1973 


$ 61,074,000 
36,701,000 
$ 24,373,000 
17,057,000 


$ 7,316,000 


3,715,000 


$ 3,601,000 


$ 29,633,000 
7,376,000 
984,000 


$ 37,993,000 


$ 5,974,000 


Daoes ae 


$ 750,000 
5,679,000 
28,025,000 
(2,435,000) 


$ 32,019,000 
$ 37,993,000 


$ 23,659,000 
5.0 10-1 

$ 1,600,000 
$ 443,000 
$ 2.50 
aecals. 

$ 21.72 
1,439,884 


1970 


$ 56,599,000 
33,549,000 
$ 23,050,000 
16,080,000 
$ 6,970,000 
3,744,000 

$ 3,226,000 


$ 26,766,000 
6,219,000 
885,000 


$ 33,870,000 


$ 5,582,000 
is ee 


i aber comers 
5,686,000 
25,199,000 
(2,597,000) 


$ 28,288,000 


$ 33,870,000 


$ 21,184,000 
4.8to1 
$ 826,000 
$ 404,000 
$ 2.29 
$ .o3 
$ 19.79 
1,429,328 
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Directors, FMC Corporation 
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H. C. Mueller 
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M. E. Prichard 
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R. D. Randall 
Retired Owner of 
D. T. Randall & Company 


H. E. Seyfarth 

Senior Partner 
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Fairweather and Geraldson 


J.C. Stetson 
President 
A. B. Dick Company 


J.R. Wilson 
Vice President 


CORPORATE OFFICERS 


H. C. Mueller 
Chairman 


M.S. Ganskow 
President 


M. E. Prichard 
Group Vice President 


J.R. Wilson 
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D.N. Stitt 
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The Powers Regulator Company of Canada, Ltd. 
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Powers—Fiat Products of Canada Limited 
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The Garvin Corporation 
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Traded Over-the-Counter 


GENERAL OFFICES 


3400 Oakton Street 
Skokie, Illinois 60076 
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The annual meeting will be 
held July 24, 1974 at the 
Company’s General Offices, 
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